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Abstract
Experience gained in a workplace characterised by decision-making and learning-
by-doing is modelled via a process of signal accumulation under several different
frameworks. We initially look at the probability of success based on uninterrupted
signal accumulation, then consider the impact of rapid labour turnover under two
alternative regimes. The first allows new workers to gain some of their
predecessor’s experience through Bayesian inference on reported earlier actions.
The means of information transfer between workers is therefore similar to
observational learning in herding or informational cascade models. The second
regime considers all experience to be lost when a worker is replaced. We see that
although with valuable experience the first regime appears a much better outcome
for firms, transferring some knowledge to future workers carries with it the risk of
excess inertia in decision-making.
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4Wkh dxwkru fdq eh frqwdfwhg dw Ghsduwphqw ri Dssolhg Hfrqrplfv/ Vlgjzlfn Dyhqxh/ Fdpeulgjh
FE6 <GH/ XN dqg yld hpdlo wr gdqlho1vjurlChfrq1fdp1df1xn1 Wkh dxwkru zrxog olnh wr wkdqn DHD
Whfkqrorj| iru ixqglqj/ dqg Dqguhz Whpsoh iru pdq| xvhixo frpphqwv1
5Wkh uhfuxlwphqw lqgxvwu| iuhtxhqwo| dwwhpswv wr phdvxuh wkh frvwv ri udslg wxuqryhu/ exw whqgv
wr irfxv rq wkh pruh phdvxudeoh dqg hdvlo| xqghuvwrrg hohphqwv1 Jodqflqj dw wkh olwhudwxuh sur0
ylghg e| prghuq uhfuxlwphqw upv surylghv d jrrg lghd ri zkdw duh frqvlghuhg wkh pdlq frvwv
ri oderu0wxuqryhu1 Wkh _gluhfw frvwv% hpskdvl}hg lq wkh olwhudwxuh lqfoxgh wkh frvwv ri klulqj dqg
ulqj/ lqwhuylhzlqj/ khdg0kxqwlqj dqg wudlqlqj1 Wkh pruh vxewoh _lqgluhfw frvwv% uhodwh wr wkh }hur0
surgxfwlylw| ri dq hpsw| ghvn1 Yhu| h{kdxvwlyh lqgxvwu| uhsruwv pljkw dovr dgg orvvhv gxh wr mrlqw
surgxfwlylw|1 Jhwwlqj forvhu wr wkh frqfhuqv ri wklv sdshu/ wkhuh lv vrph dzduhqhvv wkdw wudlqlqj
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6Iru vlpsolflw| zh vxusuhvv sulqflsoh0djhqw frqfhuqv dqg frqvlghu d uhgxfhg irup lq zklfk zh pljkw
lqfrusrudwh vrph irup ri shuirupdqfh uhodwhg0sd|1 Lq sduwlfxodu zh pljkw lpdjlqh d qdo uhihuhqfh
dw wkh wlph dq hpsor|hh ohdyhv klv hpsor|phqw ru d vpdoo shufhqwdjh fkdqfh wkdw vklunlqj +idlolqj
wr xvh doo dydlodeoh lqirupdwlrq lq wklv prgho, lv glvfryhuhg dqg uhzdughg zlwk surpsw glvplvvdo1
Sxwwlqj doo ri wklv wr rqh vlgh zloo vlpso| dvvxph wkdw wkrxjk wkh ydoxh ri wkh wuxh vwdwh zloo rqo|
eh uhyhdohg lq wkh glvwdqw ixwxuh wr wkh up/ hpsor|hhv zloo dfw wr jhw ghflvlrqv fruuhfw1
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